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MANAGEMENT THE INDUSTRIAL WORLD,* 


Frederick Harbison and Charles Myerst 


New York: McGraw-Hill Company, Inc., 1959. 391 pp. (Part 
pp. 3-133.) $7.00 


Part International Concept Management (Organization and Man- 
agement 


the final analysis, nation’s progress depends upon its capacity 
organize human activity. The essence organization the co- 
ordinated efforts many persons toward common objectives. 

modern society, industrialism almost universal goal toward 
which all nations are marching. this march, capital, technology, 
and natural resources are but passive agents. The active forces are 


human agents who create and control the organizations and institu- 
tions which modern industrialism requires. 


Our objective formulate general concept the manage- 
ment industrial organization which applicable advanced 
well the newly industrializing countries. Our aim present 
global concept rather than explanation the development 
any particular country economic system. 

propose look management from three different perspec- 


tives and thus build threefold concept its development 
industrial society. 


Management Economic Resource 


From one perspective, management economic resource, 
factor production. this respect, similar capital, labor, 
natural resources and combined with them varying factor propor- 
tions productive processes. many instances, moreover, manage- 


*McGraw-Hill Series Management. 


Harbison Professor Economics, Princeton University. Mr. Myers 
Professor Industrial Relations, Massachusetts Institute Technology. 


ment even more critical factor industrialization than capital, 
and almost always more vital development than either labor 
natural resources. 

Six propositions are fundamental understanding manage- 
ment factor production. (1) Enterprises differ both size and 
complexity and the more complex the organization the 
greater the intensity use managerial resources. (2) The larger 
the market and the more complicated the market structures and 
mechanisms, the greater the intensity use managerial resources, 
(3) Industries requiring large capital investment appear require 
correspondingly heavy investment high-talent managerial re- 
sources. (4) Innovations all kinds require very heavy investment 
high-level managerial resources. (5) Management the principal 
factor determining the productivity labor, assume that capital 
and raw material imputs are the same. (6) There are inherent frictions 
all managerial organizations which make them, some degree, 
“inefficient” organizing human resources for productive purposes. 


Management System Authority 


From second perspective, management system authority. 
The most primitive system authority enterprise management 
the rule single person single family. Sovereign rulers 
this kind will not delegate responsibility and authority. conse- 
quence this type management likely defensive, enervated, and 
static. 

The other extreme the notion management objectives. 
Here the idea that authority should based upon individual initia- 
tive, consent, persuasion, and self-direction. The control devices con- 
ventionally used enforce “authority over” the subordinate are given 
the subordinate himself, and the job the boss becomes more 
“assistance to” and “development of” the managers under him. 

Between the extremes topside sovereign rule and management 
objectives are the systems which show variant blends decentral- 
ized administration with centralized control. 

The methods leadership, the structure organization, and the 
art delegation authority are crucial successful industrial devel- 
opment. The attainment the proper balance between centralized 
control and decentralized administration perhaps one the most 
intricate problems inherent modern industrialism. The design 
systems authority equally important the modern world 
the development technology. 


Management Class 


From the third perspective, management class elite. 
Here the important considerations are the avenues access its 
ranks, its orientation class, the trend toward professional manage- 
ment, and finally management’s power position the modern state. 


shall resort the device types distinguish be- 
tween different kinds management. 

Patrimonial business management which ownership, major 
policy-making positions, and significant proportion other jobs 
the hierarchy are held members extended family. The effec- 
tive decision-making authority centered the family, and the goals 
the enterprise are oriented toward the interests and the aspirations 
the family. 

Political ownership, major policy-making positions, and key ad- 
ministrative posts are held persons the basis political affiliations 
and loyalties. 

enterprise management which major policy-making 
positions and nearly all other positions the hierarchy are held 
persons the basis alleged demonstrated technical competence. 


Management becomes more professionalized industrialization 
advances. Thus, some questions arise: industrial management the 
master its own fate? destined become really dominant 
elite? likely wield great economic political power the 
modern state? 

managers are ever dominate modern industrial society, one 
would expect some clear indication trend toward greater power 
and influence the most advanced industrial nation the world 
the United States. But there very little evidence here that such 
trend prevails. 

Modern management the United States stresses the virtues 
competitive enterprise and argues with some justice that the market 
really the master the managers. The American managerial class, 
moreover, has expanded tremendously, have the avenues access 
its ranks. 

Management the United States philosophically oriented 
being servant rather than master. 


The Development Managerial Resources 


almost self-evident proposition our analysis that the capac- 
ity country industrialize dependent upon its ability find, 
develop, commit, and effectively utilize the high-level human resources 
required modern industrial enterprises. advanced industrial 
society capital-intensive, and from this follows that must also 
use highly trained manpower intensively. 

There are four principal ways generating and expanding high- 
level manpower resources: (1) foreign investment capital with 
technical and managerial resources local projects; (2) importation 
high-talent manpower from abroad for locally owned and adminis- 
tered private public enterprises; (3) sending nationals abroad for 
study and training; (4) generating and developing high-level man- 
power resources home. 


te. 


Part 


The Logic Management Development: Summary 


Industrialism almost universal goal modern nations. 
follows from our threefold analysis that, the age modern tech- 
nology, country can expect industrialize unless can finance and 
build sizable scale the particular kinds educational institutions 
which industrial society demands. 

Three propositions have general applicability nearly all indus- 
trial societies. The general direction management development 
all advancing industrial societies the same. The pace the march 
toward industrialism may accelerated retarded certain factors 
affecting management development. There little reason fear that 
the working masses modern industrial states will exploited 
the emerging professional managerial class. 


Comparative Systems Management 


Part compares systems management various countries 
terms the international concept management set Part 
abbreviated index included below. 


Management Modern Egypt Frederick Harbison 
Management Israel Irvin Sobel 
Management France Eugene Burgess 
Management Italy Franco Ferrarotti 
Management Japan Frederick Harbison 
Management Germany Heinz Hartmann 
Management the Soviet Ralph James 
American Management Perspective 
The Management Foreign Firms Economically Underdeveloped 
Countries 


Comment Wickham Skinner, Doctoral Candidate currently writing 
U.S. manufacturing Turkey. 


The lengthy development the conceptual scheme plus some- 
what vague title may create the impression that this one more book 
organization and management principles. 

This not the case. The authors have assembled series essays 
describing management eleven nations, making collection that 
stimulating and valuable. 

Each essay follows the general pattern abstracted above, which 
proves fruitful framework for analysis with but two reserva- 
tions: The approach taken covers well the flow authority and 
the supply and status management people, but too generalized 
its treatment get across feel for the degree effectiveness 


management. Left out are examples which could demonstrate the 
level judgment, foresight, imagination and organizing ability that 


being exercised the industry each country. These aspects 
the quality existing management are critical and are dealt with only 
indirectly. Some readers may feel that the impact the book 
weakened the fact that there are only pages given comparing 
the different systems and their implications; and these few pages pre- 
cede the eleven essays. Comparisons and conclusions are left largely 
the reader. 
The overall result is, nonetheless, absorbing, readable, and con- 
sistently provocative. will useful U.S. businessmen who are 
facing growing foreign competition, expanding their overseas opera- 
tions, and cooperating our attempts toward raising living standards 
underdeveloped areas. who are often perplexed and irritated 
foreign economic and cultural patterns will find this book helpful 
understanding some the reasons why management methods and 
attitudes differ widely from country country. 

You may also want read “Lessons from Abroad for American 

Management” Charles Myers, Journal Business (Graduate 

School Business, University Chicago), Vol. 33, No. January 

1960, pp. 1-9. (Single copies are available from the University 

Chicago Press, 5750 Ellis Avenue, Chicago 37, $2.25 each.) 

this article Myers, co-author Management Industrial 
World, presents observations about and conclusions management 
abroad based primarily the Harbison Myers book. very good 
summary. Ed. 
BUSINESS SUCCESS REQUIRES UNDERSTANDING UNSOLVED PROB- 
LEMS ACCOUNTING AND FINANCIAL REPORTING* Leonard Spacekt 
Chicago: Arthur Andersen Co., 1959. pp. 

order for you use accounting intelligently, you need first 
understand the basic purposes accounting, how falls short ac- 

complishing its purposes, and what these deficiencies will mean you 

There are two facets accounting reporting whose objectives 

can almost unrelated each other. understanding the 
difference between these two facets may the basis your future 

(1) Internal reporting management the reports for the use 
the management and the supervisors the various levels, op- 
erating the business. 
*An address presented before the Financial Accounting Class, Graduate 
zed School Business Administration, Harvard University September 25, 1959. 
Partner, Arthur Andersen Co. 


| 


(2) Public reporting management performance the finan- 
cial reports the shareholders, the consumers and labor. 


Internal Reporting 


Any and all accounting obstacles can overcome practical 
way for purposes internal reporting the end result produced 
closer the truth more helpful guiding and managing the 
business. 

judge the accuracy your accounting reports make this one 
simple test. the reports tell you what happened general terms, 
but not give you the information necessary detect the operating 
conditions that were fault, enable you locate the individuals 
machines where specific problems exist then you not have ad- 
equate accounting reports. But if, upon reading the accounting reports 
your operations, you find yourself making extensive notes things 
do, then you are getting some measure dynamic results from the 
money you are spending for your accounting communications. 

When the company’s internal accounting reports operations 
are inadequate, the management shortchanging itself informa- 
tion about its own business. This handicap usually self-inflicted and 
caused three basic human fallacies that are present manage- 
ment, well all the people against whom management must 
guard. 

The first these fallacies the belief that accounting systems 
and reports are just excess overhead, and that the operators and 
department heads know their jobs and everyone performs op- 
timum level, everything will come out all right. The trouble with 
this concept that nothing life stands communication 
system needed keep with business history being made, 
order inform all management personnel and department heads 
the changes that are occurring. adequate accounting system does 
this. Advance information will help planning the most desirable 
course your objective, even though some instances its procure- 
ment may seem the longer and more costly way. 


The second fallacy that causes major deficiencies the ac- 
counting communications systems business the belief that you 
management man can design and judge how the accounting system 
should work all its Management should strive deter- 
mine what facts are needed run the business, and should require 
the accounting system furnish these facts they pertain the 
financial aspects. Development such system can done 
effectively people skilled design accounting methods and 
procedures. 

The third basic fallacy the mistaken belief that the maker 
machine good designer assembly line. accounting sys- 
tem like assembly line must designed and redesigned 
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meet the needs and the changing requirements the user. The 
quality information reports for management purposes, well 
for the cost accounting, fundamentally determined the worker 
level. Consequently, machine makers generally are not good designers 
accounting systems, since their principal motive sell machines, 
not plan accounting systems that will best meet the management 
needs particular case. Further, and most important all, the 
information furnished the present system may very markedly 
improved extended with the new automation, and possibly the time 
devoted plant workers and supervisors may substantially reduced 
the use the new machines. 


Public Reporting 


The public made three distinct segments whose interests 
are independent but yet are interwoven with each other and with those 
business management. These three segments are the shareholders 
the corporation, the consumers, and the labor. 


The so-called accounting principles followed preparing ac- 
counting reports the public constitute hodge-podge entrenched 
traditional practices. They have few any objective standards, and 
they have grown and gained authority largely precedent and 
tradition, while the purposes for which the reports are now used have 
made obsolete the reasons for the original adoption these principles. 

Why, profession, not have sufficient individual initia- 
tive and responsibility rid ourselves unnecessary and obsolete 
precedents? The answer can only shrug our professional 
shoulders. The practices the profession are unified through society 
action into practically unassailable conventions. The individual prac- 
titioner can avoid personal responsibility for his own work con- 
forming established practices, irrespective the results produced. 


Even though accounting practices followed reporting the 
public, prescribed law and regulation many cases, produce untrue 
and misleading reports, such practices should not allowed color 
distort your internal management reports. 


business manager, your choice accounting practices can 
have very great effect your stockholders. What was good for 
owner his own business may not good for proportionate share 
owner unless all publicly owned companies are required follow the 
same principles accounting. But know they are not required 
so, thanks the failure the public accountant meet his pro- 
fessional responsibility the public. 

want emphasize again how important let your manage- 
ment accounting practices find the truth actually is, regardless 
the vagaries the accounting practices that may followed 
reporting the public. 
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NEW IDEAS FOR REVOLUTION TAXES* Dan Throop 


Federal tax reform urgently needed. recommended tax- 
payers’ groups and economists. high the list proposed 
action political leaders. 


The structure tax system may almost important the 
total level taxation. With sufficient reform, 
support appreciably higher tax burdens than now have, that 
desirable inevitable. Without it, shall reap accelerating social 
and economic damage from our systems. various ways our present 
structure violates the three requisites acceptable tax system: 
fairness, minimum restraint economic growth, and simplicity. 


shall not argue here the relative merits private and 
government spending. Though taxation itself repressive, wise 
government expenditures may highly productive, fact some 
government expenditure provides the essential base for the very exist- 
ence our society and economy. But increased government expendi- 
tures are not necessarily good, nor will they necessarily any wiser 
than private spending. Even one deplores the frivolity much 
private consumption and favors the expansion some government 
programs, and there are probably few who not, one may still regret 
the general scale public spending and oppose increases the 
aggregate level. The harmful effects taxation such must 
matched against the presumably good effects the expenditures 
which they finance. 


Tax reform, important though is, should not undertaken 
the expense even briefly unbalanced budget, unless all other 
factors are favorable. One can only hope that room can made soon 
for tax reform within balanced budget that inflationary forces 
will well under control that tax reform even the cost 
temporarily unbalanced budget will sound and responsible act. 
Above all else, one must reasonably sure that budgeted amount for 
tax reform will not diverted other changes the tax law which 
may have greater political appeal. 


The most important single reform reduce the excessive rates 
the individual income tax and tighten the definition taxable in- 
come cut down present abuses, legal and illegal, and assure 
more equal treatment taxpayers. 


speech delivered the annual meeting the American Economic 
Association, Washington, C., December 30, 1959. published Pro- 
ceedings the 1959 Annual Meeting the American Economic Association. 
more complete analysis this subject contained forthcoming book. 


Finance, Harvard Graduate School Business Administra- 
tion; Former Special Assistant Secretary the Treasury Charge Tax 
Policy. 


With high taxes, becomes much more important save 
dollar taxes than earn another dollar income. 90% tax 
rate, ten times important. This fact cannot other than 
divert attention from production tax minimization activity 
which involves perhaps the most flagrant sort conflict between 
private and social net products. 

High taxes seem also make the public more tolerant fraud 
and loopholes and the Congress more susceptible pleas for new 
special relief provisions. The rates put premium subterfuge, 
expense account living, and all devices which may come within the 
letter though they violate the spirit the law. 

Since rate increases did not proceed any logical pattern, real 
reform cannot secured reversing the historical increases. 
best procedure set goal the most reasonable rate structure 
meet revenue requirements, with minimum economic repression and 
distortions and maximum equity, and then proceed promptly 
over period years expanding revenues permit. 

The reduction individual tax rates should accompanied 
tighter definition taxable income increase the fairness 


the tax law and provide revenue offset partially the immediate 
losses from lower rates. 


This should include: 


Tighter standards expense accounts and other fringe benefits. 

Ultimate denial deduction for State and local taxes. 

Removal the “sick pay” exclusion. 

Maintenance split-income provision unless community 
property concepts can ignored. 

Denial interest deduction. 

Strict examination charitable contributions kind. 

Removal tax-exemption for future issues State and Local 
bonds. 

Maintainance the dividend-received exclusion and credit. 

Retirement income taxation. 


Our tax allowances for depreciation are among the most re- 
strictive the world. With the great need for increased efficiency and 
production, can longer afford maintain our present restric- 
tions. But liberalization permit faster write-up should balanced 
tightening make profits the sale depreciated property 
taxable ordinary income, instead capital gains, the extent 
any excess depreciation. 

The tax treatment capital gains and losses involves matters 
definition, holding periods and rates. The definition should drasti- 
cally tightened, the holding period lengthened (if any change made 
it), and the rate reduced bona fide capital gains property held 
over five perhaps ten years. 
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There little justification for holding period short six 
months. Gains which develop and are realized short period 
partake trading profits which should taxed ordinary income. 


would great simplification the law all corporate 
income and gains were taxed the same rate. 


The revenue gained repeal the capital gains provisions 
for corporations could matched reduction the general rate 
the corporate income tax. 


addition these three broad areas, thorough reform should 
include: effective taxation cooperatives and mutual financing com- 
panies give substantial equality with ordinary taxable enterprise, 
rationalization the present haphazard excise tax system, tighten- 
ing estate taxation remove the present inducement leave 
property trusts extending over many years together with reduction 
rates, and review depletion allowances. 


“There are the present time two great nations the 
world, which started from different points, but seem tend 
towards the same end. allude the Russians and the Ameri- 
cans. All other nations seem have nearly reached their 
limits, and they have only maintain their power; but these are 
still the act growth. All the others have stopped, continue 
advance with extreme difficulty; these alone are proceeding 
with ease and celerity along path which limit can 
perceived. The American struggles against the obstacles that 
nature opposes him; the adversaries the Russian are men. 
The former combats the wilderness and savage life; the latter, 
civilization with all its arms. The conquests the American 
are therefore gained the plowshare; those the Russian 
the sword. The Anglo-American relies upon personal interest 
accomplish his ends and gives free scope the unguided strength 
and common sense the people; the Russian centers all the 
authority society single arm. The principal instrument 
the former freedom; the latter, servitude. Their starting 
point different and their courses are not the same; yet each 
them seems marked out the will Heaven sway the 
destinies half the globe.” 


Alexis Tocqueville 

Democracy America (1835) 
Alfred Knopf edition, 1945 
Vol. 434 


THE CULTURAL CLASS WAR* Eric Larrabee 


Horizon, Magazine the Arts, Vol. No. January 1960, 


What kind society are living in? Does America have 
civilization, and, so, high low quality? the latter, how 
can changed? 


Whatever live in, widely known the name Mass 
Culture that combination industrialism, distributed authority, 
consumer goods, and increasing literacy and leisure, which first 
emerged the United States and now beginning appear else- 
where. But (the educated, though not necessarily “officially” 
educated, Americans) also live Class Culture the complex 
books and ideas, paintings and symphonies, judgments 
tions, that our inheritance from the Western European past. The 
two are sometimes odds, though neither could exist without the 
other. Both have sharply defined characteristics, though they are 
often found jumbled together confusion. The question not 
whether they will have live together, but how they can get along. 


are perennially vulnerable the charge that everything good 
our Class Culture imported and imitative, while everything bad 
our Mass Culture truly and inimitably our own. not only 
have inferiority complex, have complex about the complex. 
That Culture not and never can any good” the opinion 
which commonly prevails educated circles. 


The sleazy side the Mass Culture society has for some reason 
snakelike fascination for highbrows; they can’t stand but they 
can’t turn their eyes away. the highbrow Mass Culture most 
often means the quintessence all the stuffed dolls, jukeboxes, out- 
landish architecture, scatological post cards, comic books, roadside 
pottery stands, adenoidal singers with duck-tailed haircuts there ever 
were will and lavishes his most scornful rhetoric. 


There useful argument here. Certainly one will leap 
defend the national genius terms these unhappy expressions 
it. But there has distinction made between criticizing the 
products Mass Culture and damning for its very existence. 


the highbrow, the worst enemy the middlebrow. First 
all, the highbrow has always had mellow affection for what 


*Second series inquiries Mr. Larrabee into America’s social 
order today. 


imagines have been the folk cultures the past. Secondly, the 
partisans High Culture see the most danger those who presume 
popularize the editors, book reviewers, captive intellectuals 
the media, and all the other camouflaged Philistines who masquerade 
allies High Art but heart are not. Surrounded the swamp 
middlebrow culture, the fortress quality must hold out the last, 
above all against the danger that the swamp will become attractive 


the defenders and tempt them abandon the citadel search 
chimerical, momentary gains. 


For the artist, the Class Culturists ask not only the right but the 
duty “alienated” from society. But some critics have for years 
been urging novelists contend more ardently with the “realities” 
American life, especially the life business enterprise; but the ob- 
servable result has been only shelfful rather shallow works, while 
the writers greater skill have persisted cultivating the rank and 
curious growths their private corner the garden. 


Mass Culture too has its partisans. They would argue that “cul- 
ture” not set objects and abstractions. process. our 
effort make significant pattern, sounds colors words, out 
our fugitive and chaotic sense impressions. “Culture” the at- 
tempt; “art” the infrequent, the ever-to-be-hoped-for success. 


Jazz, the motion picture, and journalism the three most 
promising the popular arts have all had live through tedious 
and unnecessarily prolonged denial their credentials “serious.” 
There have been endless inventions for evading the essential issue: 


that every craft judged its own terms, and not those some other 
craft. 


The emergence Mass Culture has emphasized what should 
have been obvious all along: that there can distinction between 
the good and bad art the basis medium subject matter. 
Even the artist’s immediate motive immaterial. 


There are some other things said for Mass Culture. For 
example, there availability. difficult enough describe this 
revolution, which has put whole libraries literature and music within 
the general reach, let alone define the differences has already made 
our attitudes and assumptions. 

Availability also, paradoxical way, puts premium quality. 
Nothing better calculated separate the second- 
from the best than continual exposure, and one more effect Mass 
Culture Class Culture subject the most sacred masterpieces 
the test actually being read, and seen, and listened to. 


Class Culture, Mass Culture society, thus reduced its 
essential strengths, and has the unequaled advantage being cheap. 
far the least expensive modern leisure activities, and has 
the further virtue being inexhaustible the only condition that 
you really care. 


FROM ACADEMIC BESTIARY 


Paul Seabury* 


The Western Political Quarterly, Vol. 12, No. December 1959, 
pp. 962-965. 


Once there was old lion, long the rage animal undergradu- 
ates, who lectured with passion and eloquence jungle classglades 
the great issues his times. Since was professor (even Pan 
Professor Politics), augmented meager income many well- 
paid public talks timely topics. lived age great tension 
and anxiety between beast and man, his subjects often were these: 
“Coexistence with Man,” “The Real Truth about Zoos,” “Whaling 
Conventions: Whose Law?” “Basutoland: Man’s Beast’s?” and 
“Modern Animal Obsolete.” Occasionally, and for handsome 
consideration, would repeat his famous oration, “Acres Almonds,” 
which impressed upon generations squirrels, monkeys, and cockatoos 
the manifold rewards diligence and optimism. 

But his academic lectures the lion told the growing inter- 
dependence man and beast, and the need preserve the Balance 
Nature. His great reserves energy spent, liberally, many 
public-spirited tasks, such his work Radio Free Animals and 
the National Conference Lions and Lambs. 

the crisis between man and beast deepened, the lion served 
the Animal Defense Council and came close touch with im- 
portant military planners the whole animal kingdom, who sought, 
and profited greatly from, his advice. The Limits Gorilla Warfare, 
his last great work, said have revitalized outworn strategic think- 
ing; also, brought him badly needed royalties. the time his 
death, animal and academic post the Animal Kingdom were 
deemed greater importance than the Pan Professor and the Pan 
Professorship Animal Politics. 

Now happened the last years the lion’s life that there was 
young and ambitious owl who came study under him and 
become his most promising pupil. Possessed inexhaustible energy 
and great intelligence and wit, the owl was soon consumed with 
ambition not only exceed his master erudition, but also succeed 
him Pan Professor Politics. Growing learning, the owl, how- 
ever, quickly tired what seemed his master’s triviality, his 
banal pretensions and his superficial intimacy with complex problems. 
must do,” whistled, “is see that the policy sciences 
become really viably structured. First must conceptualize ideal 
models the real world phenomena. This must predictive, 
not normative, science!” 

Soon, the brightest and best all the animal kingdom flocked 
his nightly lectures. Gone were the Pan Professor’s weekly civil 
liberties talks rights stateless animals; stilled were the leonine 
roars for all-animal parliament. Shunning the Chautauqua path 


*University California. 


down which the lion’s failing footsteps were imprinted, the brilliant 
owl instead led his disciples new and uncharted byways in- 
tellectual excitement. Visitors from all lands came his jungle 
school. Emigré Pavlov apes constructed huge experimental mazes 
jungle trails. Argentine ants furnished data sibling rivalry 
scale organizations. the midst all this the tireless still 
found time write his classic Mule-Milieu Relationships, study 
the authoritarian personality captive animals. Less than year 
later came also his Game Theory, empirical study the dynamic 
interaction ducks and hunters, which, reprinted Ducks Flux, 
sold thousands canvas-back copies. Once unknown, the owl now 
was known and respected all animals. Even those who, like many 
the lions, failed understand all what was doing, were agreed 
that Minerva herself would have been proud call him her own. 

Now happened that this time the affairs between men and 
beasts suddenly took turn for the worse. When the last whooping 
crane died, great anger and fear came all the beasts. the jungle, 
animal demagogues cried for desperate measures, and many listened, 

last, the Cabinet the Beasts went visit the owl, whose 
predecessor once had given them much good advice. Told the 
troubles, the owl ruffled with excitement. “What tensions labora- 
tory,” whistled. “What case-study the decision-making process, 
Who could have wished for more.” 

“What came for,” said incompetent middle-aged collie 
who now acted spokesman for the radicals, “is your advice. Our 
counsels are divided but feel this time for escapism, compro- 
mise, pusillanimity, defeatism.” 

“Why gracious me,” exclaimed the owl. “What you ask. 
find out How Things Happen, not What Do. Whatever you 
decide will interest very much. let know what you do, 
that can check against what computer predicts.” 

Weeks later, after the disastrous holocaust, the last eagle sat next 
the last owl ledge high the mountain With his eagle 
eye watching the helicopter scaling the canyon wall 
searching both them out, the eagle finally said, me, why was 
you never told anyone that you thought what our Leaders planned 
was wrong, you predicted all along they would it? You 
were Pan Professor Politics. They would have listened you.” 

“Thank you,” said the owl huffily, “for admitting predicted 
what would happen. Now how was have known would 
wrong? Besides, that was not the proper role the policy sciences.” 

The eagle meant say something this, but hearing the roar 
the approaching plane suddenly took wing and prudently flew 
the safety higher and almost inaccessible perch. Blinded the 
sun, the owl now sat alone the ledge the canyon, quietly and 
with unruffled decorum, predicting himself with astonishing ac- 
curacy just how long would manage remain unseen. 
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one the Editors The Executive 
consider myself member your personal staff, 
devoting myself helping you select from the 
ever increasing flood literature (books, 
pamphlets, government documents, periodical 
articles, stories, and the like) those 
items which illuminate the basic issues 
confronting American businessmen today. 

How this? There's simple 
answer this question but let describe 


some the ways. First, here Harvard Business 


School are blessed with one the world's 
great research libraries. great, not only 
because its collections, but because its 
staff. The Editors The Executive are 
continuously fed suggestions the Library's 
outstanding reference librarians who literally 
scan thousands periodicals each month. 

Other suggestions come from many sources. 
doctoral candidate interested comparative 
management, for example, urged abstract 
Harbison and Myers' Management the Industrial 
World which have chosen for our lead book 
this month. Our confidence choosing this 
book was reinforced when learned that Dean 
Teele had studied the volume with great care 
before started his current round the 
world trip. 

again the piece might included 
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The Executive because followed casual 
conversation with some member the Faculty 
the luncheon table the Faculty Club. 

Other suggestions are more direct. The 
telephone rings it's Professor 

"Don," says, Spacek Arthur 
Andersen and Company recently spoke 

class Unsolved Problems Accounting and 
Financial Reporting. has had his speech 
reproduced. think you'll want see for 
possible inclusion The Executive. send- 
ing you copy inter-office mail. Take look 

Fortunately, too, many readers share with 
their experiences, their appreciation 
the writing particular individual. 

believe, too, that one our main 
functions call your attention pieces 
which you might not ordinarily see pieces 
that are hidden journals that are not 
widely distributed journals which are read 
primarily some specialized group. perfect 
case point our selection William 
Platt's article from the current issue the 
Stanford Research Institute Journal. 
Incidentally, addition this article, 

urge you read the entire issue! Send for 
it. one the greatest bargains 

the year. What it? issue devoted 
exclusively analysis Communist 
strategies and our issue 
made articles blue ribbon panel 

authors. (The Journal published quarterly 
Stanford Research Institute, Menlo Park, 
California. Subscriptions cost $4.00 per year, 
and single copies are priced $1.00.) highly 
recommend that you ask your secretary write 
immediately for the fourth quarter, 1959, 

Volume issue the S.R.I. Journal. 

Why recommending this strongly? 
Well, let share with you the table 
contents. think you will then 
agree with that this certainly falls 
within the category "must" reading for 
the busy executive. 
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Prologue the Spectrum Conflict 

William Platt,Deputy Director, Economics 

Research, Stanford Research Institute 
Transforming conflict constructive 
competition will require that take 
telephoto view the time dimension 
formulating strategies. 

The Protracted Conflict 

William Kintner and Alvin Cottrell, 

Foreign Policy Research Institute, University 

Pennsylvania 
Between the lines changing, seemingly 
illogical, variable pattern Communist 
events can seen the scheme for 
protracted conflict. 

The Nature and Feasibility Deterrence 

Herman Kahn, Center International Studies, 

Princeton University 
For only the West believe completely 
that nuclear war may mutually 
annihilating could lead unlimited 
Munichs. 

Communist Psychological Warfare 

Stefan Possony, Georgetown University and 

Foreign Policy Research Institute, 

University Pennsylvania 
must understand the techniques which 
the Communists sell illogical philosophy 
and that the alternation 
device strategy. 

What U.S. Propaganda Can and Can't 

Fritz Kraemer, Private Consultant 
The American way life imposes inflexible 
restrictions our propaganda methods. 


Soviet Economic Potential and Strategies 


Francis Hoeber, Williams, Hoeber, Fox Senderling 


and Consultant, Stanford Research Institute 
Our understanding the economic 
capabilities the Soviets poor but 
improving. must make the most it. 

Competitive Aspects Foreign Aid 

John Ohly, The Draper Committee 
review Soviet foreign aid does not 
support the notion that inept 
and uncoordinated. 
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The Active Role Passive Defense 

Rogers Cannell, Manager, Industry and Civil 

Defense Research, Stanford Research Institute 
extensive, thoroughly 
coordinated civil defense program one 
the best, most positive steps can 
take avoid war blackmail. 


Military and Nonmilitary Preparedness 


Synchronized 
Edwin George, Director Economics 


Dun and Bradstreet 
Preparedness nonmilitary defense 
not only feasible, but also essential. 
Values, Power, and Strategy 
Richard Foster, Manager, Air Defense 
Evaluation Program, Stanford Research Institute 
Fundamental conflicts power and values 
separate the USSR and the USA. devise 
long-range national strategy, must 
critically examine both our resources and 
our values. 
Alternatives Conflict Epilogue 
Finley Carter, President, Stanford Research 
Institute 
review the spectrum conflict 
underscores the need for better 
understanding. 
you send for it, hope you 
will have time follow this suggestion 
letting know your reaction. this the 
kind service you expect from The Executive? 
Are the right track far you are 
concerned? Are performing 
function member your personal staff? 
blind." would welcome evidence that 
are, are not, course. 


Sincerely yours, 


Donald Clark 
Editor 


MAXIMUM CHALLENGE: THE ECONOMY THE WESTERN WORLD 
SPLITTING APART? 


Saturday Review,* Vol. 43, No. January 16, 1960, pp. 20-44. 


The New International Balance: Challenge the orld 


Sir Oliver 


have been asked discuss the broad subject economic rela- 
tions between Europe and the United States. 


Today have two common objectives economic policy, and 
they are related change the broad political and strategic posture 
our Western world. Now have the problems the relationship 
the industrialized nations the North the underdeveloped and 
developing countries that lie the south them. And, secondly, 
essential that our economic strength adequate our tasks. This 
means more consciously dynamic view growth our communities 
than have perhaps had before. 

desirable necessary set more international machinery 
help realize these objectives? 


all the institutions existence, only one has found possible 
maintain regular, searching, intimate discussion the general 
economic problems common concern the member countries: the 
OEEC. All the same, the OEEC does not seem the natural 
vehicle for rational discussion the means which our present com- 
mon objectives can achieved. Clearly, the right relationship 
the industrialized nations the North the developing South must 
involve the United States. Yet the United States and Canada are not 
full members the OEEC. Nor the other existing international 
institutions seem quite right for these new purposes. believe 
that there are questions which need discussion forum which brings 
together the industrialized nations the North. favor 
new informal group, though realize that the suggestion involves 
genuine problems political organization. 

now come the next problem. You the United States have 
been giving good deal thought the groupings that are emerging 
Western Europe. You fear that recovered Europe, even though 
split two, might building discriminatory fortifications, with you 
the outside. The plain fact that the world too big, the indi- 
vidual nation too small. Regional groupings are natural occur- 
rence nowadays. regard the idea the unity Western Europe 
the one great creative political idea that has emerged since the 


*For the second year Saturday Review’s annual business survey devoted 
exclusive report the recent meeting economic problems the trus- 
tees the Committee for Economic Development. 


Lloyds Bank, Ltd., and former British ambassador the 
United States. 
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Second World War. the idea one community, one society 


Europe, have any validity, must gradually clothe itself with 
economic meaning. 


The interest the United States, suggest, not try break 
down these groupings, still less favor one against the other. Its true 
interest twofold: first, see the groupings ultimately merge that 
the dream the free movement men, goods, and ideas comes true 
Western Europe; secondly, work with these groupings that 


together progressively lower economic discrimination the free 
world. 


The Economic Community: Move Toward Atlantic Union 


Paul Van Zeeland* 


have been asked report the long-term aims the 
European Economic 


The Common Market has never been considered its authors 
all the member states, and bring new contribution economic 
expansion the world. liberal proposition, aimed freer 
and expanding economic intercourse. 


Inside the Common Market the competition free and 
fair. Actually, represents trading area comparable that the 
United States. Even excluding relations among the member states 
inside the market the EEC the biggest importer the world. The 
member states must import produce their goods and re-export part 
them payment. Promoting freedom trade the world 
obviously direct interest all countries forming the Market. 


for the relations between the Common Market and 
the purpose the economic and social development those countries; 
once more the spirit clearly one liberalization and solidarity. 
The right given the African countries concerned send their 
goods into the Common Market under the same privileged conditions 
which are obtained the members themselves. 


What the relative position the Common Market and 
the Free Trade Zone? seems that the Common Market 
today much stronger, sounder, and more natural organization than 
the Free Trade Group. One the psychological obstacles between 
the two groups has been the so-called supranational powers granted 
the treaty the organs directing the Common Market. But 
association could worked out grounds which would leave 
aside this question. 


must now look farther than Europe America. Under- 


*Former Prime Minister Belgium, now the Minister State. 


+EEC countries (“The France, West Germany, Italy, Belgium, 
Netherlands, Luxembourg. 


developed countries all over the world pose the most important prob- 
lems our times. The gap between the rich nations and the poor 

Action needed. see three possibilities. The first back- 
ward move. Some would consider going back outmoded, feudal 
system artificial protection, economic isolationism. When con- 
ditions call for broader markets, for increased production, for general- 
ization the benefits science and mass production, difficult 
believe that policy economic nationalism would last long. 
Then, course, some might offer the false alternative Communism. 
But can discard this eventuality least for the very advanced 
nations. one way remains open us; leads towards Atlantic 
collaboration, towards Atlantic solidarity, towards Atlantic community. 

sure, practical, and efficient method avoid having the 


economy the Western world split apart reinforce the ties 
linking the Atlantic peoples. 


Development and Growth: Goals for Crucial Decade 


Paul Hoffman* 


The United States, along with many other high-income countries, 
today faced with two tasks great magnitude and urgency. One 
these speed its own development, the other assist the 
speeding the development countries whose people today have 
deplorably low incomes. 

There are sixty member nations the United Nations and forty 
important territories which any standard have per capita incomes 
far too low, averaging about $125 annually compared with our own 
$2,500 per person per year. 

this decade half the world’s people must find proof that under 
free institutions they can achieve not only free but fuller life. 
think that should set goal increasing their income each year 
per cent, doubling the present annual increase per cent. 


How much goods our 100 countries and territories need 
import from the outside achieve the modest goals doubling the 
rate increase their per capita income? careful estimate puts 
the need approximately $200 billion worth goods during the ten 
years, 1961 1970. 

How can these imports the low-income countries over the next 
ten years financed? these countries’ present level exports con- 
tinues, they will have foreign exchange available the extent ap- 
proximately $125 billion. This means that they will have find 
additional $75 billion foreign exchange for those imports. dili- 
gent effort seems certain that they could expand their own exports 
during the ten-year period not less than $20 billion, which leaves 


*Founder and first chairman the CED, now director the United Na- 
tions Special Fund. 


some $55 billion that must made available through increased invest- 
ment from the outside. 


Part that $55 billion additional investment for goods over 
the coming decade would bankable through existing public and 
private institutions; and this proportion could substantially raised 
governments were help increase rapidly the kind pre-investment 
services that the United Nations Special Fund providing. Assuming 
that these pre-investment activities are adequately accelerated, 
belief that $35 billion, and perhaps more, could financed 
through bankable loans. 

This leaves about billion dollars which would have 
financed over the next decade through “soft loans.” soft loans 
mean loans which either cannot serviced out revenues re- 
sulting from the investment loans not credit-worthy the present 
time normal banking standards. Yet they are necessary form 
investment the less developed countries. 


There doubt that the high income countries and the 
world economy general would lot further ahead today 
greater emphasis had been put pre-investment activities during 
the 1950’s. Too often millions dollars have been invested low- 
income countries without adequate knowledge their resources and 
countries where there were not trained people make effective 
use the resources that were available. Each day the United 
Nations brings new evidence how little known what the physi- 
cal resources these countries are. 


Europe’s New Trade Association: Quest Free Commerce 
Axel 


Last November saw the birth new European economic insti- 
tution the European Free Trade Institutionally this 
new organization less well developed than the common market. 
However, the necessity for stronger institutions should 
the anticipated merger the Association the Seven with the 
Community the Six. the division goes for several years there 
exists definite risk that the manufacturers each the blocs may 
make their arrangements such way discourage trading 
larger area. 

What are the difficulties that separate the two groups? top 
inherited traits come other specific problems. 


First the question the outside tariffs around whatever free 


*President, Federation Swedish Industries, Chairman the Swedish 
Productivity Council and the Industrial Council Social and Economic 
Studies. 

countries (“The Seven”): United Kingdom, Sweden, Norway, 
Denmark, Switzerland, Austria, Portugal. 


trade area most Europeans want attain. The Common Market 
countries decided that they should form customs union, which all 
the countries would gradually have adapt their national tariffs 
common outside tariff. Each the seven countries prefers maintain 
its own national tariff against the outside world; that is, they want 
form free trade area. 

coordination leveling-out among all European countries 
certain neuralgic tariff disparities would help enormously bringing 
the two groups together. This should done without creating dif- 
ficulties for outside countries, such making 
around Europe high they are present some countries 
both the Six and the Seven. 


addition the coordination tariffs the coordination 
trade policies poses the main problem joining the two blocs. 


Suppose common trade policy were introduced all European 
countries order prevent sudden and violent disturbances 
their industrial structure through imports from low-wage state- 
trading countries, suppose that the same time definite assurances 
were given for stable European procurement increasing quantities 
produce from the countries where industry is, and that all this 
were augmented positive help and assistance those under- 
developed areas. not sure that this the common interpretation 


common trade policy many the industrialized countries. But 
should be. 


Why did the Seven undertake start their own association 
instead renewing their contacts with the Common Market? 


was evident weakness the part the Seven that they 
had many different ideas about the construction the larger 
European area. They definitely needed have joint opinion crystal- 
lized among themselves. 


The Common Market with its supranational institutions was 
monopolistic position. soon another market with limited 
supranational powers created the Seven, integration can also 
accepted the three neutral countries, Sweden, Switzerland, and 
Austria, and maybe Finland. 

The creation the Seven was necessary and even vital 
step order create the larger market that the industries all the 
smaller countries the Seven needed order remain competitive 
with the growing market the Six. 


was the utmost importance the industries the 
Seven countries get, without delay, somewhat more concrete idea 
what size their future markets would be. 

Steps must now soon taken bring the Six and the Seven 
together for constructive talks the official level. Such interest 
from America promoting the wider association Europe, thereby 
also bringing the American and the European families nations 


together, would undoubtedly help avoid the disaster gradual 
development toward three isolationist and protectionist blocs com- 
peting with each other and the rest the world means 
tive trade policies. 


OUTLOOK FOR LABOR COSTS* Leland 


The Controller, Vol. 28, No. January 1960, pp. 14-15, 44. 


The outlook for labor costs hangs delicately balanced between 
minimizing and maximizing factors that any prediction quite safe 
and quite useless. Suppose predict higher labor costs. There are 
enough existing factors operation make that prediction reasonable 
though may later prove false. 


For example, pressures for the increase payments not for 
production such all the costs health, insurance against acci- 
dents, payments for full-time grievance men continue, and there- 
fore bespeak higher labor costs. 


Another factor tending maximize labor costs bad manage- 
ment. The emergence the Wagner Act the was 
great shock American managers. will take long time recover 
the managerial disciplines which were lost the decade and half 
from 1935 1950. The slower the recovery, the higher the labor costs. 


Another factor foreboding high labor costs destructive unionism. 
Destructive unionism means rival labor leaders vying with each other 
terms pennies wages per hour dollars benefits per month. 
Destructive unionism coins flamboyant phrases such slave 
labor act” sees behind every management proposal for cost reduc- 
tion the ghost anti-unionism. 


But suppose, despite the discouraging outlook, predict lower 
labor costs. Research and development, redesign and re-engineering 
products, more efficient machines, new methods, automation all 
these will rise call wise judge. 


The teachings the better schools business 
administration are giving management some bright new tools: the 
disciplines the behavioral sciences; the techniques advanced 
quantitative analysis: the application advanced mathematics and 
the computer business problems. Much new knowledge out 
the academic world making science out management. This 
development should tend toward lower labor costs. 


Constructive unionism will factor support lower labor 
costs. After two decades the hard facts competition last emerge. 
Some workers and some leaders workers have come understand 
that there are limits ability pay. Union leaders some 


talk given the 1959 Conference Controllers Institute America. 
Industrial Administration and Law, Carnegie Institute 
Technology. 


chronically depressed segments American industry have shown real 
statesmanship. the impact foreign competition threatens hereto- 
fore immune American industry with more and more severe competi- 
tion, other union leaders are have the opportunity show their 
statesmanship. 

predictions will safe either way not only because the 
many forces and factors bearing upon labor costs but also because 
labor costs are not precisely known. Differences reflect the determina- 
tion cost analysts representing labor resolve every doubt favor 
of, and indulge every assumption support of, the lowest con- 
ceivable cost for the union’s demand; they reflect the other hand 
the determination cost analysts representing management support 
the highest conceivable cost for the company’s offer. great service 
can done collective bargaining and industrial peace the 
United States ways can found instill into accountants, statis- 
ticians, and analysts regardless the employer greater professional 
independence. 

still believe management and labor through collective bargain- 
ing can reach noninflationary wage agreements. But management 
and labor must not depend too heavily statistical and analytic tech- 
niques. the present stage development these techniques will 
let them down unless management and labor have settlement 
their hearts. 


PEACEFUL COEXISTENCE: WESTERN VIEW George Kennan* 
Foreign Affairs, Vol. 38, No. January 1960, pp. 171-190. 


the public debate that has marked the progress what 
called the cold war, term has been used more loosely, and times 
unscrupulously, than the word “coexistence.” 

There could few propositions more amazing than Mr. Khrush- 
chev’s assertion that the Soviet state “from its very inception 
proclaimed peaceful coexistence the basic principle its foreign 
policy,” and that the initial Communist leaders Russia were strong 
partisans the view that peaceful coexistence could and should pre- 
vail among states with different social the present 
leaders the Russian Communist Party really profess have for- 
gotten that Lenin regarded himself outstandingly international 
socialist leader? 

the statement the Soviet view coexistence, much stress was 
laid the attachment people the West capitalism and 
their alleged desire see triumph world system. there 
any recognition official Soviet thought the fact that changes 

*Professor, Institute for Advanced Study, Princeton; former U.S. Ambas- 
sador the Soviet Union. 

Peaceful Nikita Khrushchev, Foreign Affairs, 
Vol. 38, No. October 1959, pp. 1-18. 


the economic practices and institutions non-Communist countries 
over this past half-century have been such affect any way 
the elements the classic Marxist view Western capitalism, 
not aware it. 

The principles free economic enterprise and private ownership 
the means production have indeed had prominent part play 
the economies non-Communist countries everywhere over this 
past half-century. But there today not one social and economic 
system prevailing outside the Communist orbit: there are almost 
many such systems there are countries; and many them are closer 
what Marx conceived socialism than they are the laissez 
faire capitalism his day. only Russia, where theoretical con- 
cept can still spared the test relevance objective reality, that 
meaning for the term “capitalism” exists. 

How absurd, then, picture Western non-Communists the 
passionate protagonists and devotees something called “capitalism.” 
The question who owns the machines not the one that today 
dominates the thoughts and discussions Western society and 
Western “ruling primarily the question human 
freedom. 

aware that Communists have long professed see value 
either the parliamentary judicial institutions the liberal West. 
But these institutions, not the system governing ownership 
and control the industries our country, that our deepest pride 
and loyalties relate. 

Even the prevailing ideology Russia were not antagonistic 
the concepts prevailing elsewhere, the behavior the government 
that country its international relations, and particularly any 
considerable expansion its power the expense the freedom 
other peoples, would still matter most serious interest the 
world large. 

The discussion the question coexistence the Communist 
side cast terms which ask us, implication, either ignore 
recent Russian expansion pretend that does not exist. 
demand that situation which perfectly well recognized within the 
Communist world significant factor world affairs should 
effectively ignored when comes the discussion coexistence 
between East and West surely neither reasonable nor helpful. 
not just the fact this situation which importance the Western 
peoples, but how came into existence and how being maintained. 
such thing could done these peoples, means short overt 
military aggression, and are now asked accept something 
not discussed connection with peaceful coexistence, how 
many other peoples could this also done, within the very framework 
coexistence are being asked adopt? 

Much made, Communist discussion coexistence, the 
military dispositions the Western countries, particularly the United 


States. Mr. Khrushchev right viewing the weapons race this 
day inconsistent with any satisfactory form coexistence. But the 
prospects for bettering this situation will not promising long 
Moscow persists viewing the military policies pursued the 
Western coalition recent years solely the products the lust 
Western financiers and manufacturers thirsting for another war 
the hopes greater profits, and refuses recognize that these policies 
represent large measure natural and predictable reaction 
situation which Moscow itself did much create. 


further component the demand relates what Mr. Khrush- 
chev has called “increase extensive and absolutely unrestricted 
international trade.” Ideological differences, argued, should not 
obstacle the development trade. trade between the Soviet 
Union and non-Communist countries were such nature 
bring with the normal incidental advantages economic con- 
tact the intermingling not only the economic life but also the 
people two countries least certain limited area activity 
then one would able see some relevance the question trade 
the question peaceful coexistence. But the Soviet government 
maintains monopoly foreign trade, conducts most its transac- 
tions abroad, denies generally foreign businessmen the privilege 
residing and doing business Soviet soil and takes most elaborate and 
unusual measures precaution see that Soviet citizens not form 
permanent relationships with any foreigners whatsoever. 


The Western public generally little aware the fantastic dis- 
tortion the image the United States which has been purveyed 
the Soviet public, and particularly the Soviet intelligentsia, over 
the course the past ten years those who control the informational 
media. the Soviet leaders really think evil they depict 
us, how can they seriously believe the possibility coexisting 
peacefully with us? If, the other hand, they are deliberately mis- 
leading their own people, how can have confidence them? 


The demand that must made Moscow not any sense 
demand for the uncritical acceptance other points view. What 
would like would see the statements Soviet leaders, and 
the propaganda material produced under their direction, least 
reasonable effort reconcile the picture they paint world 
realities with the objective evidence they have before them. 


POPULATION: THE NUMBERS GAME* 


Time, Vol. 75, No. January 11, 1960, pp. 19-22. 


Long hot topic among pundits, “the population explosion” may 
fateful history the H-bomb and the Sputnik. Today two- 


*Courtesy Time; copyright Time Inc. 1960. 


| 
| 


thirds the human race does not get enough eat. And among 
the hungry peoples Asia, Africa and Latin America that the popu- 
lation explosion most violent. all that faces the growing masses 
the underdeveloped nations endless, grinding poverty, their fury 
may well shake the earth. 

much nuclear energy, the population explosion product 
the Western scientific revolution. Modern medicine’s many tech- 
niques “death control” sent rates population increase soaring 
even when birth rates stayed steady. Increasing numbers experts 
and nonexperts argue that death control must offset birth 
control. 

But the only safe generalization about long-range population 
predictions that they have always proved wrong. The world has vast 
amounts empty space left particularly Australia, Africa and 
Latin America. Even without opening any new land, the world’s 
food production could vastly increased. all the world employed 
its potentially arable land effectively, present agricultural techniques 
would support ten times the present world population. 

The central fact about the population explosion that, rule, 
“overpopulation” simply way talking about too many poor 
people. Poverty-stricken India’s rate population growth little 
higher than that the prosperous U.S. But part the “revolution 
expectations” they are demanding eat and live still better. 

The political consequences the revolution expectations, and 
the increasing numerical preponderance Asians, Africans and 
Latin Americans, inspire much the nervous U.S. and European 
punditry about overpopulation. time, unless pacified with rapid 
economic help, the Afro-Asian nations are apt turn violently against 
the West. 

far, birth control campaigns, even when given government 
support, have had hard time it. Population experts still have 
real idea what makes people decide have more fewer babies. 

not birth control, how are the poor nations cope with the 
millions who lack enough food adequate housing? The familiar 
answer used emigration. But racial barriers exclude mass 
movement out Asia. 


theory, there reason why nearly all the underdeveloped 
nations should not ultimately achieve level technology that will 
enable them satisfy their own revolution expectations. Moderni- 
zation intricate process, involving balance between agricultural, 
technological and industrial growth. But given intelligent economic 
and political management and injections Western aid, most 
though not all Asian, African and Latin American nations ought 
able turn the trick. 

The fundamental difference opinion over the population ex- 
plosion between those who have confidence man’s ability 
mastering his environment and those who not. 


PROLOGUE THE SPECTRUM CONFLICT William Platt* 


Stanford Research Institute Journal, Vol. Fourth Quarter 1959, 
pp. 113-117. 


The 1960’s will competitive decade: the vigorous USSR, 
operating under youthful but alien philosophy, has chosen stress 
competition with national goal transcending other motivations. 

While conflict with the Communist bloc not our choosing, 
peaceful competition is. Perhaps the grandest manifestation our 
national competitive spirit was our assistance reconstructing Western 
Europe after World War II. demonstrated that not avoid 
competition; anything stand ready help create where none 
exists. The question the though, how transform conflict 
with the Soviet Union into peaceful competition. 


Toqueville observed with such prescience 1835 [see 12], 
there basic conflict between the Russian and the American. Khrush- 
chev making his bid convert this conflict Soviet style “peace- 
ful coexistence” until, says, “in the long run all the peoples will 
embark the path struggle for the building socialist societies.” 
turn can make bid moderate this conflict into competition 
that compatible with principles individual dignity and advance- 
ment. 

The conflict posed the Communist bloc for the coming decade 
new and sobering many respects. runs the full spectrum from 
athletic contests the potential all-out war: 

The Communist bloc waging protracted conflict. 

The Communists not necessarily accept the now current 
Western belief that general nuclear war infeasible. 

The Communists are willing and able play and down 
the scale violence, from psychological military action, probing for 
weakness. 

The Communists can operate with singlemindedness about 
their goals and the strategies for achieving them; use decentralized 
and democratic means decision-making aimed pluralistic goals. 

Their diplomatic tactics permit cynically warm and cold over- 
tures; our press and our people run sincerely hot and cold, with 
national propensity friendly and forgiving. 

Time the unifying dimension the spectrum conflict and 
competition. If, for example, “protracted” conflict and competition 
are mean one more decades added the decade and half 
already experienced, how appropriate our federal practice one- 
year budgeting? 

Technology and economic allocation are both time-dependent. 
Rate change way expressing the lead-time race: the society 
that has the greater control over the rate change appropriate 


*Deputy Director, Economics Research, Stanford Research Institute. 


technology and appropriate economic ability has thereby distinct 
advantage the outcome the protracted competition. 

Flexibility and expansibility turn out key importance 
view rapidly changing technology. the same sense that the 
competition that can most rapidly procure and deploy advanced 
offensive weapon system enjoys advantage, also the rapidity with 
which either side can institute civil-defense shelter program may 
great significance the strategic options available each side. 

The Soviets, operating they under more austere standard 
living, appear have less discretionary latitude economic 
allocation and reallocation than we. However, there evidence that 
without long-range sense destiny our people may content 
remain victims our very affluence, alleging that reallocation 
effort would make for unacceptable hardships. Thus, our limits 
economic allocation are determined less capacity feasibility than 
our national resolve. 

Present and past actions, decisions, and alignments inevitably 
project themselves varying distances into the future. Recognition 
these futurities aids our ability not only predict but also see when 
new strategies that are time-dependent will become feasible. Perhaps 
the longest futurity all found education, where again 
the Soviets have chosen compete with us. What futurity implied 
the fact that from position approximate equality only five years 
ago, the Soviets are now graduating twice many engineers are 
coming out the United States schools? 

These remarks the inertia weapons, strategies, and insti- 
tutions should not taken indicate little choice fatalistic 
world. are not locked in; new ideas research and strategies 
can let compete and seize the initiative. stabilizing the threat 
military violence buy time. Only long-range strategic planning 
can guide our use the time bought taking initiative ourselves 
and through the United Nations enhance human development and 
dignity throughout the world. 

Time and competition unite strategic problems. informed 
and motivated public can create the impetus for solutions. 


ROUND TABLE THE TIGHT MONEY MARKET 


House Home, Vol. 17, No. January 1960, pp. 144-149, 230-232, 
236 and 238. 


Because tight money hurts homebuilding first and worst, long 
before begins affect other industries seriously, the Housing 
Industry Council joined House Home this fall sponsoring the 
first Round Table conference tight money held since 1956. 

The Round Table panel included high-level representatives 
every important trade association the housing industry; included 
the president the chairman nine the biggest manufacturers 


serving the housing industry; included seven topflight economists. 
The President’s Council Economic Advisors, the Treasury, the 
Federal Reserve Board, the Department Commerce, the Housing 
and Home Finance Agency, and the CED Commission Money and 
Credit sent high-level observers. These observers made very important 
contributions the discussion but they were not members the panel 
and were not asked associate themselves with the panel’s consensus 
and recommendations. 


Following reprint the Round Table Consensus Brief: 

tremendous investment new plants, new machinery, new 
roads, new schools, new stores, new community and new 
housing will needed all through the next decade. 


will take great expansion our whole economy provide 
jobs and homes for million more Americans, meet the goal 
continuously rising standard living, and prove that free 
economy like ours can outstrip the growth Communist economy. 

Inflation must checked. The growth our economy de- 
pends savings, and people stop saving when inflation destroys their 
faith that the dollars they save today will buy much tomorrow. 

Housing has more fear from inflation than any other in- 
dustry, because housing has borrow more savings for longer terms 
than all other industries combined. 

are not one but two ways increase savings. One 
cut consumption get more savings out given gross national 
product (GNP). The other accelerate the growth the GNP 
the expectation that savings will get least the same proportion 
the bigger total. 

The measures used check inflation should those which 
will put the least possible check economic growth and expansion. 

Monetary control (i.e., tight money) one the essential 
tools needed stop inflation, but there are other tools equally im- 
portant. Monetary controls alone cannot stop inflation without halt- 
ing economic expansion and causing greater unemployment than the 
voters would tolerate. Monetary controls are essential comple- 
ment not substitute for the other things should all doing 
cure inflation. 

balanced Federal budget (or, when appropriate, Federal 
surplus) another very important tool check inflation, but balanc- 
ing the budget high level like $80 billion year likewise not 
enough stop inflation. 

There less need “take the bloom off the boom” now than 
there was 1956, because today there shortage materials 
labor sustain the 1959 production level. There evidence 
excessive demand pressing short supplies force prices up. 

‘There clear evidence that tight money stopped price in- 
flation 1956 and 1957. Paradoxically, consumer prices began rise 
after money was tightened and stopped rising after money was eased. 


10. The impact tight money bound uneven and dis- 
criminatory. Almost inevitably hits homebuilding first and worst. 


11. Cutting homebuilding back does little stop inflation, 
cause the housing industry can sustain the 1959 volume without strain- 
ing its available manpower and materials. 


Housing costs are kept high and inflated the big ups and 
downs homebuilding starts due alternating too-easy-money and 
too-tight-money. These ups and downs make impractical for the 
housing industry control and cut its costs. 


taxes, tax exemptions, and tax deductions for de- 
preciation make impossible for mortgages compete even terms 
with corporate bonds state and local government bonds; the 
housing industry has real case for asking special relief from taking 
undue share the brunt tight money. 


Reserve policy not the sole cause today’s high 
interest rate. 


15. Neither monetary controls nor high-level budget balance 
can get the basic causes the inflationary bias manifest our 
economy since 1952. 

Unlike the inflation from 1945 1952, which stemmed partly 
from the pressure pent-up demand limited supplies, partly from 
the monetization World War debts, and partly 
Korean War financing, the inflation since 1952 has been largely non- 
monetary origin, and this non-monetary inflation bias will hard 
check monetary controls alone, even with balanced budget. 


16. Among the principal causes today’s inflation bias are: 
the inflationary wage-price spiral, the inflationary Federal give- 
away programs, especially the farm subsidies for producing less, the 
inflationary Federal income tax policy which was originally conceived 
tax away much the money that would otherwise into savings, 
inflationary corporation tax whose effect subsidize borrow- 
ing, the lack any consumer credit control policy, the lack 
any land policy all, the ability some industries maintain 
prices slack times, and cost-based pricing practices throughout in- 
dustry and trade. 

less about these basic causes inflation, the more 
restraints the Federal Reserve must apply credit curb inflation. 

Conversely, the more lessen these inflationary pressures, 
the less need there will for credit restraints and tight money. 


18. Competition will much keener the next decade, and 
from now the Government should put more reliance competition 
check inflation. Foreign competition has become major factor 
our domestic market, and our own industries have enlarged their 
productive capacity that the price trend would probably down 
instead the pressure for higher wages without greater pro- 
ductivity could checked. 


MILITARY POLICY AND THE LESSER OBJECTIVES 


Edward Katzenbach, Jr.* 
The Massachusetts Review, Vol. No. October 1959, pp. 105-117. 


The military organization the United States living insti- 
tution which creating impressions friend and foe alike, and in- 
fluencing them for better for worse day day basis. the 


world which live, this may our military’s most important 
function. 


Are coordinating our foreign policy with our military policy? 
Does the world view view ourselves? More important still, 
ever really stop ask ourselves these questions? 


the field technology the military are being constantly 
baited with that aged affirmation that they are preparing for the next 
war terms the last one. However, eternal technological develop- 
ment may opiate. Technical development may slow and 
difficult, but never slow nor difficult trying determine 
the military use whatever under development. 


The great temptation military planning project technical 
development and then substantiate the requirement for it. Rather 
than surrender this temptation our policy-makers should perhaps 
what students foreign policy would have them do, i.e. base 
future military requirements future poiitical requirements. 


first deterrent clear thinking about our military organiza- 
tion that layers technicians and operations analysts and diversity 
curious and exotic weapons have tended distract our cooperate 
attention from the fact that war basically political. 


Perhaps the first step towards moderately realistic understand- 
ing the problems defense policy basic appreciation the fact 
that military policy determined much are other policies. Large 
numbers people make it, many whom would astonished 
and horrified they knew they were. sum, while survival, 
judging from the time and money spent it, may considered the 
first law nature, the determination its interpretation open 
the usual human fallacies. 


Furthermore, these determinations are not necessarily consistent. 
For while the military tend think series finite futures, those 
with interest foreign policy tend think only terms the 
crisis today. Thus, despite liaison, there are apt serious gaps 
between foreign policy and military policy. 

These gaps can best understood the United States’ over- 
all security policy examined from the point view both the 
enemy and our allies. How credible from the military viewpoint are 
our diplomatic declarations with respect these policy areas: 

Deterrence. preventive war defined unthinkable, then 


*Professor Government, Brandeis University. 
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whatever deterrent force have goes into operation only the 
enemy makes the first strike. follows then that the hallmark 
policy deterrence thus delimited lies built-in capacity absorb 
the enemy’s first blow. The question then revolves around the prob- 
lem first strike what. one answers, broad terms, that 
must prepared for more generalized attack our civilian popu- 
lation then our military posture and our stated position appear incom- 
patible. Objectively considered, our military policy appears aggres- 
sive just does that the USSR. For neither the USSR nor the 
United States has taken measures minimize the effects the other’s 
first atomic blow. The realization that must make our actions back 
our stated policy gives foreign policy importance the dull and 
bedraggled subject our civil defense program. 


The very first need for widely publicized legislation minimize 
atomic disaster. second step train Reserve and National Guard 
units make them understand that their role atomic war 
guard our homes and reorganize our society. 


NATO. The real problem that the United States has never 
been clear its policy who its friends are, and our friends have 
never been quite sure who the enemy is. 

There are two areas policy particular which have not been 
explored the extent they could be: 

The exchange military information. First, military secu- 
rity could lifted rather more than foreign nationals; second, 
there place our military schools for exchanges with foreign 
nationals the instructor level; third, more time should spent 
our military schools the study comparative military systems. 

Weapons standardization. Weapons standardization and 
weapons procurement policy for NATO has not done much seal 
solid relationships between the participant countries one could have 
hoped. 

Aid the underdeveloped countries. What needed more 
radical approach, policy which, instead maintaining separate 
programs for military and non-military training, ties all technical aid 
programs together. 

Disarmament. Electronics have vastly increased the span the 
individual’s control without comparable controls over the actions 
the individual. let until after circa 1970, arms control will have 
become unreliable virtually impossible. Hence intense 
efforts should made now bring arms control techniques well into 
hand. 


weapons become more precise from technical point view, 
they become less precise from political one. This means that their 
political unity decreasing with accelerating rapidity. And this 
turn means that the technical aspects war which are paying 
increasing attention are actually becoming less important. 
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CORRECTION 


Whitney Bunting’s article, “Industry and the Graduate School,” appearing 
the January was abstracted from The Educational Record, not 


The Educational Review, erroneously reported. Requests for copies this 
article should addressed the American Council Education, 1785 Massa- 
chusetts Avenue, Washington The magazine appears quarterly. $3.00 
per year. Single copy $.75. 
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